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SUBJECT: COMMENTS BY SAUDI OFFICIALS ON SAG OIL POLICIES 

1 . IN COURSE OF MEETINGS WITH NATIONAL WAR COLLEGE GROUP, 

MINISTER OF PETROLEUM ZAKI YAMANI AND MINISTER OF PLANNING 
HISHAM NAZER MADE SEVERAL STATEMENTS WHICH HELP ILLUMINATE 
SAG OIL POLICIES. 

2. WHEN ASKED WHETHER SAUDI ARABIA WOULD EXPAND 
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PRODUCTION TO 16 MILLION B/D BY 1985, YAMANI SAID HE 
HAD SEEN REPORTS THAT THIS COULD BE AMOUNT OF PRODUC- 
TION NEEDED FROM SAUDI ARABIA, BUT HE THOUGHT THAT 
THESE REPORTS EXAGERATED REQUIREMENTS. HE THEN 
ADDED THAT "EVEN IF YOU NEED THAT MUCH, YOU WILL NOT 
GET IT". COMMENT: THIS IS THE BLUNTEST STATEMENT 
WE HAVE HEARD FROM SAG THAT FUTURE SAUDI PRODUCTION 
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INCREASES WILL BE LIMITED. END COMMENT. 

3. ASKED HOW DECISIONS ARE MADE WITHIN SAG ON 
PRODUCTION. YAMANI SAID THESE DECISIONS ARE MADE 
BY PETROLEUM COUNCIL ON BASIS OF EXPECTED WORLD 
DEMAND, RATE OF DEPLETION AND LIFE SPAN OF SAUDI 
RESOURCES, AND NEEDS OF FUTURE GENERATIONS IN 
SAUDI ARABIA. 

4. IN DISCUSSING DOLLAR, YAMANI MADE USUAL SAG 
DISTINCTION BETWEEN OIL PRICING AND OIL PAYMENT. 

HE SAID THAT AS FAR AS PAYMENT WAS CONCERNED, THERE 
WAS NO OTHER CURRENCY THAT CAN BE USED. 

IN FACT, NO OTHER COUNTRY WOULD AGREE TO HAVING ITS 
CURRENCY USED FOR THIS PURPOSE. IF MARK OR YEN 
WERE USED, THEN VALUE OF THAT CURRENCY WOULD BE 
IMMEDIATELY DOUBLED. PRICING IS ANOTHER MATTER. 

IF CURRENCY BASKET IS USED FOR THAT PURPOSE, DOLLAR 
PRICE WOULD DEPEND ON VALUE OF DOLLAR IN BASKET. 

HE REVIEWED EARLIER INDEXATION EFFORTS (GENEVA I AND 
II), BUT AVOIDED GIVING ANY INDICATION OF SAG'S 
CURRENT POSITION OR POSITION OF ITS OPEC PARTNERS. 

5. PLANNING MINISTER NAZER TOLD GROUP, IN RESPONSE 
AREA, THAT SAG BELIEVES THAT INTERNATIONAL COMPANIES 
SHOULD BUILD ALL THEIR FUTURE PETROCHEMICAL PLANTS 
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IN PRODUCING AREAS, PARTICULARLY IN THE GULF. HE 
SAID SAG BELIEVES MARKET WILL SUPPORT NEW PLANTS 
BY 1983, AND THAT THERE WILL BE SHORTAGE OF PETRO- 
CHEMICAL CAPACITY AFTER 1986. 

WEST 
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